Introduction 1
In the last two decades it has become evident that trade facilitation is a field where further liberalization could be achieved. The rules and procedures of the World Trade Organization mainly refer to tariffs and other non-tariff instruments. On the other hand, it has become more apparent that nowadays actors in international trade face different types of barriers. These barriers are administrative and sometimes informal but have significant influence on the trade of goods on the international scene. The administrative barriers mainly comprise complicated customs procedures and complex documentation requirements and have increasing influence on the international flow of goods.
A research conducted by the United Nations (2003) showed that on average in the region of the 21 member economies of the Asia-Pacific Economic Partnership in one trade transaction 27 to 30 actors were involved, 40 documents were prepared, 200 items of data were entered, of which at least 30 were entered 30 times and 60-70 percent were entered at least twice. The losses that companies suffer through delays at borders, lack of transparency and predictability, complicated documentation requirements and other outdated customs procedures are estimated to exceed in many cases the costs of tariffs (Engman, 2010) 
Literature Review
Starting with Linder (1961) , Tinbergen (1962) and Linnemann (1966) , gravity models have been extensively used in international trade literature. The basic form of gravity models describes bilateral trade as directly related to the economic size of the two countries involved and inversely related to the transportation between them, as measured by the distance between their economic centers.
Augmenting the basic relationships led to further insights on the effect of other factors on international trade. With regard to the other factors, four variables are commonly added (Cheng and Wall, 2005) : common language, common border, accession to free trade arrangement and common territory in the past (such as the countries of former Yugoslavia or the former Soviet Union).
Gravity models are the workhorse for applied international trade researchers because of their simplicity and high explanatory power. Leamer and Levinsohn (1995) argue that the gravity model has produced some of the clearest and most robust empirical findings in economics. However, its use does not come without potential problems. The main one is defining the specifications that will be estimated. Traditionally, gravity models have been largely based on intuitive ideas as to which variables affect trade. More recently, however, a number of "theoretical" gravity models have been developed, which use various micro-founded theories of international trade to develop gravity-like models (Shepard, 2012) . They are based on technological differences ( An overview of the development of gravity models is provided in Frankel (1997) , Cheng and Wall (2005) and De Piermartini (2004), de Groot at al. (2004) and Wilson (2010) . Also, the literature confirms frequent application of these models in the Central and Eastern Europe (CEE) region, where the most influential studies include Hamilton and Winters (1992) , Baldwin (1994) , Havrylyshyn and Al-Atrash (1998), Kaminski, Wang and Winters (1996) , Jakab, Kovács and Oszlay (2001), Egger and Pfaffermayr (2003) , Fidrmuc and Fidrmuc (2003) and Bussiere, Fidrmuc and Schnatz (2005) .
The literature on the implementation of gravity models in the SEE region is rather scarce. Christie (2002; 2004 ) suggests significant differences between actual and potential trade, both within the SEE region and between the SEE region and developed countries, mainly due to the lack of transport infrastructure. 
The Empirical Model and Data
In the first part of this section, we present the empirical model. The second part describes the data used in the model.
The Empirical Model
We start with the augmented gravity model of nine selected countries from South-Eastern Europe and trade flows among them in the period [2008] [2009] [2010] [2011] [2012] (360 balanced panel observations).
We use the following specifications of the gravity model: 
The variables in these three specifications are as follows: EXP ijt is the exports from country i to country j expressed in millions of US dollars, GDPexp it is the gross domestic product of the exporter country expressed in millions of US dollars, GDPimp jt is the gross domestic product of the importer country expressed in millions of US dollars, Dis ij is the geographical distance between there is a different measure for the distance between two countries, a weighted distance variable DisW ij , where geographical distance is weighted by the time at the border and remoteness. The weighted distance variable is defined as follows:
DisW Dis TIME TIMEimp Rem = * × * .
The purpose of the time at the border variable is straightforward because it may have a substantial effect on trade costs. The usage of the remoteness variable helps to reduce bias in the estimation as explained by Anderson and van Wincoop (2005) . The formula for remoteness is based on Head (2000): The idea of using remoteness is to make an approximation for each country's set of alternatives considering the distance and economic size of the other countries. 
The Data
The analysis is based on annual data. The source for exports data is It should be noted that "Trading across Borders" reports these variables expressed as averages over all exporters. In this way, Wilson (2010) argues that they serve, at best, as proxies for actual values.
The average values of the variables for the SEE countries in the period [2008] [2009] [2010] [2011] [2012] are presented in Table 1 . 
Empirical Results
The panel data gravity model is used to estimate the impact of customs and administrative procedures on trade in the selected group of countries in the SEE region. The estimates are made in Stata based on GLS random effects. We employ the random effect panel model because it allows us to include the time invariant variables in the analysis such as distance, common language, shared language and participation in the ex-Yugoslav market. Table 2 presents the results of specifications 1 to 3 of the gravity model. As expected, there is positive impact of GDP of exporter country and GDP of importer country on the SEE countries' bilateral exports. On the other hand, the distance between countries has the expected sign but does not seem to be significant. The significant positive impacts of the two dummy variables, i.e., the April 2014 : pp. 109-127 common border and participation in the ex-Yugoslav market, imply that these variables are good proxies for the SEE countries' trade opportunities. The effect of the common language is not important.
4 Regarding the customs and administrative procedures such as the number of documents of the importer country, the days at the border of the importer country and the costs per container of the importer country, we do not find any of them significant in the first three specifications of the model. These results could imply that the process of trade liberalization in the SEE region has led to loosening the observed customs and administrative procedures for export and that these However, model specifications 4 to 6, which employ a different measure of costs and improved measure of distance, suggest that customs and administrative procedures are still important for the volume of trade in the region. The effects of the joint changes in the variables (documents, days at border or costs) of importer and exporter countries are presented in Table 3 . The costs per container and days at the border of both importer and exporter countries are significant, while the documents at the border of both importer and exporter countries are still not significant. The results imply that a 10 percent reduction of the costs both in importer and exporter countries may lead to an approximately 10 percent increase in export, while a 10 percent reduction of time at the border both in importer and exporter countries may lead to a 5.5 percent increase in export.
The estimated values and significance of the other variables included in model specifications 4 to 6 provide evidence for the robustness of the findings of the previous three specifications. The GDP of the exporter country and GDP of the importer country, as well as shared border and participation in ex-Yugoslav market are significant variables. In addition, the weighted distance is significant at the 5 percent level in two of the three specifications, which confirms the findings of Anderson and van Wincoop (2005) . The effect of common language is not significant for bilateral export.
Conclusion
The 
